Leveraging Capital Markets Capability

Stuttgart, April 2002

Thursday 18 April

20:00 Optional dinner at Waldhotel Schatten with Prof. Ian Giddy

Evening reading: Read case studies for Friday

Friday 19 April

08.30 Introduction to the Workshop (Wilhelm von Haller)

· Introduction to the Workshop and the objectives

· Introduction of participants and instructor

Morning: Mergers and Acquisitions

· Types and process of M&A and divestitures

· Role of advisors in M&A

· Group work: Halcyon AG
Objective: This case focuses on a significant change in strategy on the part of a German Mid-Corp firm, which implies significant business and financial restructuring. What solutions should Deutsche Bank suggest that are likely to be in the fundamental interests of the client and lead to one or more attractive pieces of business?  

· Case discussion: Halcyon AG. 

How to use DB’s M&A and corporate finance expertise to the advantage of the client and the coverage effort.

Afternoon: Debt Capital Markets

· Introduction to fixed income and DCM

· Corporate financing choices: debt versus equity -- illustrations Europe, US and Asia

· Evaluating financial structure choices by estimating the effective cost of debt financing and equity financing

· Application to public companies

· Application to private company

· Group work: SAP
Objective: Hands-on attempt to calculate a company's cost of debt, equity and average cost of capital, to help it make financing choices. Discuss issues of appropriate financial structure in the context of company, industry and management objectives, and estimate value added by improving financial structure. Consider the relative role of relationship and capital markets people in approaching such a client.

· Corporate debt financing choices, and link to syndicated loan products

· The bond issuance process and fee structure

· Analytics of how to compare and evaluate alternative sources of debt financing

Afternoon (continued): Loan Origination and Syndication

· Reconfiguration of financial flows – direct versus indirect intermediation.

· Consequences for borrowers and investors.

· Consequences for financial intermediaries. 

· Group work: Connexion SA
Objective: To illustrate how the lending relationship can be dramatically enhanced by leveraging the bank’s specialist capability in the mid-corp lending area. The case deals with the basic question: “How should Deutsche Bank approach this opportunity and in the end book profitable business?”

· Case discussion: Connexion SA

· What are the lessons from this case? How does the syndicated loan business differ from traditional lending? How does it compare with securities underwriting and distribution?

How to optimize DB’s product leverage to the advantage of the client and the coverage effort?

Evening: Dinner

Evening reading: Read case studies for Saturday

Saturday 20 April

Morning: Risk Management Products

· Need for hedging/risk management in medium-sized companies

· Choices among hedging instruments, including futures, forwards, options; exchange-traded vs OTC

· Identifying client opportunities through exposure analysis, including economic exposure and value at risk

· FX risk and hedging tools (examples from mini-case “Austin Computer”)

· Caps, floors and collars

· Group work: Aerolloyd GmbH
Objective: Banker must help the company choose between financing sources as well as hedging instruments like swaps, FRAs, futures and caps. Focus is on how to identify corporate interest rate exposure and choose the right hedging tool. Again consider the relative role of relationship and capital markets people in approaching such a client.

· Case discussion: Aerolloyd GmbH 

· What it takes to succeed and how the bank gets paid for OTC derivatives (this is risk positioning not fee income)

Morning, Part 2: Structured Financing

· Role of structured products in debt financing choices

· Exercise: A Day in the Life
Objective: Overview of the purpose and pricing of equity-linked structured financing – convertibles, warrant notes and index-linked notes – and asset-backed securities.

· Analysis of equity-linked finance

Asset pool and credit enhancement analysis in ABS. The process and legal structure of securitization.
· A roadmap for corporate use of structured financing
· What it takes to succeed and how the Bank makes money in structured financing -- where’s the juice in the deal?
Afternoon: Structured and Leveraged Financing

· Group work: Le Meridien Hotels
Objective: Identifying acquisition financing opportunities using structured financing, to meet specific client or investor needs. What kind of financing package would enable the bank to beat other commercial and investment banks in the Meridien deal? Who are potential rivals, and what are their advantages? What structures would make the most sense for the client, and how can the bank manage the risks of taking an equity participation?

· Case discussion: Le Meridien Hotels.

· Summary and conclusions on relationship management and the possibility of leveraging Deutsche Bank’s capital markets capability

· Review of entire conference: “what did we learn?” 

17:00

Adjourn
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